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Abstract
Casino and sports gambling implementation has been a hotly debated topic in recent
years as several states have passed legislation allowing it. Most states have had some form of
gambling in their state for years even if it is the lottery; however, riverboat gambling is legal in
six states. These casinos offering table and electronic gaming are legal as long are they remain
moored on the shoreline. For example, table games take the form of poker or blackjack and
electronic gaming takes the form of slots. While the introduction of casino gaming produces
large annual tax payments, players do not necessarily have to be state taxpayers themselves. It is
reasonable to believe driving distance is a major factor in any consumer’s decision-making
process. This ability to travel means the inclusion of players from neighboring states could be
possible. This analysis tries to illustrate that possibility by looking into the existence of crossborder riverboat casino gambling. It will use annual adjusted gross receipts (AGR) for five
Illinois riverboat casinos with data collected from the Illinois Gaming Board from 1992 through
2005. The dataset consists of four riverboat casinos that consider Indiana its border state and one
in East Peoria, Illinois which is considered the most interior or control. Year-over-year percent
change was calculated for two separate scenarios to see if significant drops in adjusted gross
receipts occurred the same year as a border state implemented similar legislation. Both Joliet A +
B - about 45 minutes from Indiana’s border - experienced the most severe annual decreases in
adjusted gross receipts.
Executive Summary
Currently, 48 states have some form of gambling from the lottery to bingo. However, for
the purpose of this analysis riverboat casino gambling will be the primary source of gambling.
By the mid-1990s both Indiana and Illinois had several operational facilities with five locations
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on the Ohio river alone as of 1997. The existence of legislation in one state creates an
opportunity for those in that proximity. The main purpose of this study is to analyze the potential
extent to which cross-border casino shopping occurs in states neighboring other states with
similar policies. Border states with casino gambling will lose tax revenue by not implementing
similar legislation; it is not a matter of if the population gambles, but where they spend their
money. The study will look to answer simply if cross-border casino shopping occurs. Data from
the Illinois Gaming Board showing the adjusted gross receipt for all operational casinos from
1992 to 2005 illustrates the progression of gambling in Illinois as well as the effect Indiana
passing riverboat gambling could have on each Illinois casino’s revenue. The effect of a border
state’s implementation on the Illinois market will not be seen immediately. Indiana legislation
was passed in 1994, but the first facility did not open until June of 1996.
Since Illinois legalized riverboat gambling in 1990 at least eight casinos have been
operational with several of them located near large population centers in Illinois or near the state
line. Indiana’s first riverboat casino within an hour and a half drive of Chicago opened in 1996
Ameristar and Blue-Chip Casino both opened their doors less than 6 months after each other.
This analysis will attempt to illustrate the potential for cross-border shopping to occur based on
review of casino’s adjusted gross receipts. The year-to-year percent change will be compared
using two scenarios. The Par-A-Dice riverboat casino in East Peoria represents the control group.
The first treatment group includes both casinos in Joliet, Illinois. The second treatment group
includes all four casinos (Aurora, Elgin, Joliet A + B) nearest to Chicago and Indiana. This will
be cross-referenced with the year Indiana facilities commenced gaming operations, not when the
legislation was passed.
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Background
Riverboat casino gambling has been a part of American culture since the paddleboat was
the primary method of transportation along the waterways of the United States. This form of
gambling mirrors the types of gaming offered in brick-and-mortar facilities. Las Vegas was
grandfathered in as the only physical location where casino and sports wagering could be
conducted. In 1976, the citizens of New Jersey voted to legalize gaming but restrict it to Atlantic
City in a hotly debated referendum.
Fast forward to 1989 when the first riverboat casino was built in Iowa after legislative
proceedings. After this development, several other states such as Indiana (1994), Illinois (1991),
and Missouri (1991) implemented a similar policy allowing the business to operate as long as the
facility remains on a body of water. They offer both table games (i.e., black jack, poker) and
electronic gaming devices (i.e., slots). In 1990, the Riverboat Gambling Act passed by the
Illinois state legislature made it legal to run commercial casinos as long as they were located on
boats operating outside Lake Michigan and counties with populations greater than three million
people. (Legal Illinois Gambling - Local & Online Gambling in IL n.d.).
Gaming taxes are paid on a progressive scale based on a casino’s adjusted gross receipts
(AGR) or the total win. Therefore, AGR was chosen for its relation to tax revenues distributed in
Illinois. The annual adjusted gross receipts (AGR) of Illinois riverboat casinos are subjected to
the following tax rates: 15 percent of AGR up to and including $25 million; 20 percent of AGR
in excess of $25 million but not exceeding $50 million; 25 percent of AGR in excess of $50
million but not exceeding $75 million; 30 percent of AGR in excess of $75 million but not
exceeding $100 million; 35 percent of AGR in excess of $100 million. This directly translates
into millions in tax revenue for state and local governments. For example, the 1997 annual report
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from the Illinois gaming board recorded $210,914,759 in wagering tax revenue alone. This
paired with $49,944,278 in admissions tax revenue equated to $183,158,208 for the state and
$77,700,829 to be distributed to municipal governments.
As long as section 1 of the Fourteenth Amendment in the Constitution protects each
citizen’s right to move between states freely, the option of spending a day, evening, or weekend
at a casino will remain an enticing option. The Illinois Gaming Board conducted a survey as a
part of their 1997 annual report to analyze their clientele. For example, a patron would be handed
a piece of paper as they entered asking them for basic contact and demographic information. By
compiling the zip codes of their respondents, they were able to show where a majority of their
players were coming from. The Southern Illinois Riverboat Casino in Metropolis on the Ohio
river found that about 78% of their patrons were non-Illinois residents. The 1997 survey stated
both Harrah’s and Hollywood Casino (Joliet A + B) brought in about 20% of their adjusted gross
receipts from non-Illinois respondents. (Illinois Gaming Board - Annual Reports n.d.). Do
Illinois riverboat casinos experience cross-border shopping from Indiana residents?
Literature Review
There have not been a large number of studies analyzing cross-border casino shopping.
The effect of cross-border gambling highlights one of the knowledge gaps that exists in the
implementation of this type of legislation. Linda Ghent and Alan Grant conducted a study
analyzing cross-border shopping between South and North Carolina after the implementation of
the education lottery in North Carolina and the effect it had on South Carolina sales. (Ghent and
Grant 2012) South Carolina implemented lottery gaming in 2001 and North Carolina signed
similar legislation in 2006 with a portion of the funds used for scholarships in higher education.
Their study found a significant drop in South Carolina sales during the same period in which
6

North Carolina implemented their own state lottery. Therefore, the study established that crossborder shopping was occurring due to the implementation of similar legislation in a border state.
The conclusion that South Carolina experienced a significant drop in sales due to the North
Carolina lottery is the base for understanding the potential success casino and sports wagering
policy could have.
Michael Hicks analyzed the impact casino gambling has on adjacent counties. This study
is relevant to this analysis by establishing that casinos do have an impact on the surrounding area
by attracting not just casino players, but job seekers and proprietors. Using personal income for
Indiana counties in which the casinos were located and the adjacent Indiana counties from 1990
to 2008 in a spatial econometric model, he concluded that personal income increases in counties
with casinos. He cross-references pre-casino entrance forecasts and income changes to conclude
that there are modest income increases in counties with casinos. The decreases in personal
income experienced in border counties is economically irrelevant. His results suggest welfare
effects of casinos are more geographically distributed than current studies show. He likens the
results to the Wal-Mart effect, which says there are several positive and negative externalities
associated with large entities such as Wal-Mart entering the market.
In January of 2021, Chang, Fiedler, Lai, and Wang released a study that analyzed crossborder casino competition in the Detroit, Michigan-Windsor, Ontario market to formulate
optimal fiscal policy for the population and economy. This study is relevant to this analysis
because it displays the competition in policy taking place between nearby cities. In this case it is
two different countries, but this study can also represent neighboring states and their active
competition for casinos to attract consumers. They developed a framework with two bordering
casinos and related city governments to show that cross border gambling makes casino demand
7

more elastic. The welfare analysis shows that cross-border competition influences city
governments to create the most favorable fiscal environment. The study shows two cities are
likely to engage in a competition to implement the friendliest tax rates relative to their needs as
municipal governments. Chang, Fiedler, et. al. explains the best course of action is to shift focus
away from taxing casino revenue and onto a good/service surcharge in Detroit. This surcharge is
an additional cost for the consumer when participating in each activity at the casino. Lastly, they
conclude that Windsor’s willingness to eliminate this effect by paying Detroit to ban casinos is
not comparable to the popularity and importance they hold in the Detroit economy.
Methods
Data from nine Illinois riverboat casinos were collected. Two scenarios were used for the
basis of this study. Data from the Par-A-Dice (E. Peoria) for 1992 through 2001 served as a
control. The first scenario required summing the total AGR for the Empress Casino (Joliet A)
and Harrah’s (Joliet B). These casinos were chosen based on their proximity (approx. 40 mins.
from Hammond, IN) to the Indiana border. They are expected to be impacted the most after
riverboat casinos open across the Indiana state line. The second scenario used summed totals for
Hollywood Casino (Aurora), Elgin Riverboat Resort (Elgin), Empress Casino (Joliet A), and
Harrah’s (Joliet B). Aurora and Elgin were included to incorporate the full scope of the Chicago
market (Figure 1), as all four casinos are within an hour drive of the city (Elgin opened in
October 1994). They are expected to be influenced by cross-border casino shopping from Indiana
less due to being 30 minutes further than Joliet A + B. The year over year percent changes were
calculated. The map of the Illinois riverboat casinos in 1997 (Figure 1) displays each casino’s
proximity to the border with Indiana.
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Indiana passed riverboat casino legislation in 1994. The first facilities were not
operational in northern Indiana until June of 1996, with three casinos, two of which were in
Gary, Indiana. Two more casinos commenced full-time gaming in April and August of 1997.
This means that the potential influence of cross-border gaming could not be felt in the months
immediately following its implementation. Other circumstances affected AGR such as two
recessions occurring in the early 1990s and 2000s; however, this study does not attempt to
measure how this affected AGR. The primary focus is on how these riverboat casinos compare to
each other in response to the implementation of similar gambling legislation in Indiana.

Figure 1: Illinois and Non-Illinois riverboat casinos used in Illinois Gaming Board’s 1997 annual report
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Results
After calculating year over year change for both scenarios using East Peoria as the
control because it is the most centrally located casino, the most significant decreases in AGR
occurred from 1996 to 1997 for Joliet A + B. This trend would coincide with legislation being
implemented and the opening of casinos in the neighboring state Indiana. Figure 2 shows that all
three lines follow a somewhat similar shape, but the severity of change is much more
pronounced in the Indiana border casinos. The year over year drop experienced by Joliet A + B
from 1995 to 1996 was 13%. As three northern Indiana riverboat casinos were operational for the
second half of 1996 and beyond Joliet A + B did not recover in 1997 with a 17% decrease in
year-over-year AGR.

Figure 2: Year over year percent change using total AGR for 5 Illinois riverboat casinos from 1993 to 2005
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The second scenario involving all four northern Illinois casinos (Aurora, Elgin, Joliet
A+B), similar effects are observed, but to a lesser degree. There is a 2% decrease in the first year
of operation and a 7% drop as Indiana’s riverboat casino market grows. During this same time
period East Peoria’s growth remained far higher than either of the above groups. The control
experienced a 12% increase in AGR from 1994 to 1995 and 1% from 1996 to 1997.

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003

E. Peoria
$ 56,383,620.00
$ 64,500,277.00
$ 84,347,232.00
$ 94,626,003.00
$ 95,365,644.00
$ 96,039,356.00
$ 97,845,721.00
$ 114,756,553.00
$ 129,430,121.00
$ 140,836,835.00
$ 145,857,221.00
$ 138,126,316.00

Joliet A+B
14%
31%
12%
1%
1%
2%
17%
13%
9%
4%
-5%

Aurora+Elgin+Joliet A+B

$ 370,255,513.00
$ 403,930,585.00
9% $
$ 349,452,577.00 -13% $
$ 289,070,788.00 -17% $
$ 315,842,597.00
9% $
$ 409,351,148.00 30% $
$ 516,490,990.00 26% $
$ 561,759,960.00
9% $
$ 552,877,127.00 -2% $
$ 502,698,636.00 -9% $

754,480,189.00
739,909,684.00
686,232,527.00
729,163,083.00
918,405,885.00
1,119,725,240.00
1,210,661,522.00
1,231,153,160.00
1,130,265,933.00

-2%
-7%
6%
26%
22%
8%
2%
-8%

Table 1: Year over year AGR calculations for scenarios 1 and 2 only displaying years 1993-2001

1998
1999
2000
2001
2002
2003

Gary A
Gary B
$ 27,555,104.00
$ 22,240,160.00
$ 27,748,788.00
1% $ 23,464,861.00 6%
$ 23,829,594.00 -14% $ 23,110,967.00 -2%
$ 24,873,944.00
4% $ 24,445,026.00 6%
$ 24,842,827.00
0% $ 25,930,190.00 6%
$ 30,132,239.00 21% $ 33,121,110.00 28%

Hammond
Michigan City
$ 44,174,570.00
$ 28,104,408.00
$ 45,874,902.00 4% $ 32,128,656.00
$ 47,434,849.00 3% $ 35,290,012.00
$ 52,468,448.00 11% $ 37,100,331.00
$ 70,353,987.00 34% $ 43,620,378.00
$ 100,741,633.00 43% $ 59,321,198.00

14%
10%
5%
18%
36%

Table 2: Total wagering tax at four Indiana riverboat casinos opened between 1996 and 1997 in north Indiana (AGR

was not published by Indiana Gaming Commission until 1997)

Some information on riverboat casino gaming in Indiana is presented in Table 2. Since
the first riverboat casino within a 30-minute drive to Chicago opened, facilities in northern
Indiana have experienced growth in most years. Indiana had a flat tax rate of 20% on wagers
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until 2002 when a graduated system was incorporated along the same lines as Illinois. Therefore,
for the tax payments to increase each year, the AGR had to increase as well. For example, based
on that year’s tax system, Gary B posted total AGR’s of $53,073,455.00, $92,731,825.00,
$111,200,800.00, and $117,324,305.00 for years 1996 to 1999.
Discussion
It would be better to use monthly data instead of annual data to illustrate a more detailed
picture of how Illinois casino revenue changed in the months directly after the opening of
riverboat casinos in border states (for example, the summer and fall months for Joliet A + B
directly after the opening of the Hammond, Indiana casino in June of 1996). Also, this study
does not directly account for other factors that could affect a casino’s total adjusted gross
receipts.
A study using data to account for mobile casino gaming would be useful as many
gamblers admit to simply driving across the border to place bets via a smartphone app. These
services use geo-location to make sure you are still in compliance with state law. GeoComply
handles a majority of these services and tracks this activity as Danny DiRienzo, their government
relations director explains, “There’s a section of I-24 in the Chattanooga area. It dips into
Georgia, then dips back into Tennessee. On each side of that dip, right on the Tennessee border,
we had about 6,000 geolocation transactions just since NFL kickoff — from Sept. 9 through Oct.
20. About 1,400 unique players, and that’s on the interstate.” (Seely, 2021) This study compares
how riverboat casinos could be affected by similar legislation in border states. Mobile gaming is
the evolution of casino gambling as the technology had not developed enough and legislation did
not allow for gambling operations to occur anywhere, but on the boat. This is potentially the
largest source for cross-border shopping due to the ease of access and convenience.
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Conclusion
This study suggests there is a drop in total AGR for Illinois casinos along the Indiana
border (in comparison to inland Illinois casinos) coincident with the opening northern Indiana’s
first riverboat casino in 1996. Policy makers may need to consider potential revenue losses, not
just from casino taxes but also from general consumer spending in hotels and other nearby
attractions. These factors must be weighed against the risks involved with casino gambling. For
example, these findings may be of interest to a state like Kentucky, surrounded by five states
with legal casino and sports gambling. Certainly, state governments must be fully aware of the
risks related to casino gambling and not just the loss of unrealized tax revenue in their decisionmaking process.
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